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SUBJECT: FINANCIAL ASSISTANCE FOR PORTUGAL 

REF: (A) STOCKHOLM 5022, (B) VIENNA 10224 (NOTAL) 

1 . NEGOTIATIONS ARE EXPECTED TO BEGIN SOON BETWEEN THE 
U.S. AND PORTUGAL ON THE $300 MILLION BALANCE OF PAYMENTS 
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LOAN. NO DATE HAS YET BEEN SET FOR DISBURSEMENT OF THE 
FIRST TRANCHE OF $200 MILLION. 

2. AS ADDRESSEES ARE AWARE THE LANGUAGE OF THE PROPOSED 
U.S. LOAN AGREEMENT PROVIDES FOR AN INITIAL DISBURSEMENT OF 
$200 MILLION TO PORTUGAL UPON RECEIPT OF A LETTER FROM THE 
IMF MANAGING DIRECTOR INDICATING THAT IN HIS OPINION 
PORTUGAL IS NEGOTIATING "IN GOOD FAITH" FOR A SECOND CREDIT 
TRANCHE DRAWING. WE ARE TAKING CARE NOT TO DISRUPT EFFORTS 
TO REACH AN AGREEMENT ON THE SECOND CREDIT TRANCHE. 

3. THE IMF NEGOTIATING TEAM HAS TOLD US THAT THEY HAVE 
REACHED TECHNICAL AGREEMENT WITH PORTUGAL ON THE MAIOR 
AREAS OF PERFORMANCE FOR A SECOND CREDIT TRANCHE PROGRAM, 
AND THAT AS SOON AS POLITICAL CONSENSUS IS REACHED IN 
PORTUGAL THE IMF TEAM WILL RETURN TO NEGOTIATE THE SPECIFIC 
PERFORMANCE COMMITMENTS. OUR UNDERSTANDING IS THAT THE 
MANAGING DIRECTORS MAY BE PREPARED TO INDICATE THAT NEGO- 
TIATIONS IN GOOD FAITH ARE PROCEEDING FOLLOWING THE 
TEAM'S RETURN TO LISBON. THE IMF EXPECTS TO RETURN TO 
LISBON PRIOR TO MID DECEMBER. 

4. FOR STOCKHOLM. IT IS OUR UNDERSTANDING THAT FRG HAS 
LAID GROUNDWORK FOR LOAN WITH GERMAN BANKS, BUT THAT 
NEGOTIATIONS WITH PORTUGAL ARE BEING DELAYED UNTIL 
CONCLUSION OF PORTUGUESE NEGOTIATIONS WITH THE IMF ON THE 
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